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OATH OR AFFIRMATION

1, Gegrge Morris » swear (or affirm) that, to the begt of

my knowledge and beliof the accompanying financia) statemem and supponting schedules pertaining 10 the firm of
Morris Financial, Inc. as

of _ December 31, ,2007 | arotrue and corvect, 1 further sweer (or affirm) thas

neither the company nor amy partrter, proprietor, principal officer or director has any proprietary interest in sny sccount
claxgified golely as that of 2 cusromer, except as follows:

None
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I (h) Computstion for Derennination of Rescrve Requirements Purtuint to Rule 15¢3-3,

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

G A Reconciliation, inclading appropriate explanation of the Coroputation of Not Capital Under Rule 1503-1 and the
Cemputation for Determingtion of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

@ () A Reconciliation between the suditod and imsudited Stxtements of Financial Conditians | ;.. = -8 5%
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() AnOath or Affirmation.
O (ra) A copy of the S8IPC Supplemental Report. : ) .
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s*Ror conditions of confidentiol treatment of certain portions of this filing, eee seciion 240G.17a-5(&){3).
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1

1 certlfy under PENALTY OF PERJURY under the laws
of the State of Callfornla that the foregoing paragraph is
true and correct _

,WITNESS my Banid ard

:»Slgnature z
OPTIONAL -

Though the information balow ig not required by law, it may prova valuable topersons relying on me documenr
and could prevent fraudulent remova! and reattﬂchment of fh:s fafm fo anoﬂler document :

Description of Attached Document p

Plx:e Notary Soul Apow

Title or Type of Document: : 7 Al A d
Document Date: 4 a& o Number of Pages: _ Z2Pt@ |

L [ ‘ =
Signer(s) Other Than Named Above: /m : .

Capaclty(ies) Claimed by Signer(s)

Signers Name: Signer's Name:

O Individuat O Individisal

] Corporate Officer — Title(s): O Corporate Officer — Title(s): ' o

g :aﬂner —_ i?: Limited [[] Genaral ”'G“J,Ig’.‘é’;@fgﬁ’m ) 8 :tatrtner -—l— ?:aL;mned O General : [ |
ftorney in Fact 3 . grney.in | r A .

here T mb k oo

0] Trustee Top of thun_'n:‘a h?r.e_ :E] 'I'i'u stee ] Top of thu! ara . ‘

1 Guardian or Conservatar B3 Guardlan or ponservator

L Cther. . ... O Other

Signer Is Representing: ____________ ' _Signen;is Hép'rese['\t_ing_:




SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C.

ANNUAL AUDIT REPORT

DATE - DECEMBER 31, 2007

MORRIS FINANCIAL, INC.

413 AVENUE G, SUITE 1
REDONDO BEACH, CALIFORNIA 90277




CONTENTS

PART]I

Report of Independent Auditor

Statements of Financial Condition

Statement of Income

Statement of Changes in Shareholder’s Equity
Statement of Cash Flows

Notes to Financial Statements

SUPPLEMENTAL SCHEDULE

Computation of Net Capital Pursuant to
Rule 15¢3-1

PARTII

Statement of Internal Control

[« WV, TN LNN U B S

8-9



Joseph Yafeh CPA, Inc.

A Professional Accounting Corporation
11300 W. Olympic Bivd., Suite 875
Los Angeles, CA 90064
310-477-8150 — Fax 310-477-8152

REPORT OF INDEPENDENT AUDITOR

Mr. George P. Morris, President
Morris Financial, Inc.
Redondo Beach, California

I have aundited the accompanying statement of financial condition of Morris Financial,
Inc., as of December 31, 2007 and related statements of operations, changes in
shareholder’s equity and cash flows for the year then ended. These financial statements
are being filed pursuant to Rule 17a-5 of the Securities Exchange Act of 1934 and
include the supplemental schedule of the net capital computation required by rule 15¢3-1.
These financial statements are the responsibility of Morris Financial, Inc.’s management.
My responsibility is to express an opinion on these financial statements based on my
audit.

I conducted my audit in accordance with auditing standards the generally accepted in the
United States of America. Those standards require that I plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. I believe that my audit provides a
reasonable basis for my opinion.

In my opinion, such financial statements referred to above present fairly, in all material
respects, the financial condition of Morris Financial, Inc, as of December 31, 2007 and
the results of it's operations, changes in shareholder’s equity and cash flows for the year
then ended in conformity with the United States generally accepted accounting principies.

Los Angeles, California
February 19, 2008



MORRIS FINANCIAL, INC.
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2007

ASSETS
Cash - Checking $ 5,338
Cash - Money market 5,943
Cash - Special Trust 100
Total Cash 11,381
Loan to Affiliates and Shareholders 168,837
TOTAL ASSETS $180.218

LIABILITIES AND SHAREHOLDER’S EQUITY

Accounts Payable $ 403
Accrued Expenses 3.100

TOTAL LIABILITIES . 3,503
SHAREHOLDER’S EQUITY

Common Stock $11,000

Additional Paid-in Capital 55,017

Retained Earnings 110,698 176,715

TOTAL LIABILITIES AND SHAREHOLDER’S EQUITY $180218

See accompanying notes to financial statements
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MORRIS FINANCIAL, INC.

STATEMENT OF INCOME

FOR THE YEAR ENDED DECEMBER 31, 2007

INCOME
NASD rebate $ 35,000
Other 3,002
TOTAL REVENUES 38,002
EXPENSES
Accounting expense 4,403
Bank charges 5
Office expense 150
Rent & utilities 800
TOTAL EXPENSES 5.358
INCOME BEFORE TAXES 32,644
STATE INCOME TAX ¢
NET INCOME $ 32,644

See accompanying notes to financial statements
3
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MORRIS FINANCIAL, INC.
STATEMENT OF CHANGES IN SHAREHOLDER’S EQUITY

FOR YEAR ENDED DECEMBER 31, 2007

Common Paid-In Retained
| Stock Capital Eamings Total .
i Balance,
January 1, 2007 $ 11,000 $5507 $ 92,054 $158,071
Distributions ( 14,000) (14,000)
Net Income 32,644 32.644
Balance,

December 31, 2007 $ 11,000 $ 55,017 $110.698 $176,715

See accompanying notes to financial statements
4




MORRIS FINANCIAL, INC,
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2007

Cash Flows from Operating Activities:

Net Income
Increase in Accounts Payable

NET CASH PROVIDED BY OPERATING ACTIVITIES

Cash Flows from Investing Activities:
Cash Flows from Financing Activities:

Distributions
Increase in Loan to Affiliate

NET CASH USED BY FINANCING ACTIVITIES

DECREASE IN CASH
Cash: Beginning of the year

Cash: End of the year

Supplemental Cash Flow Information:
Cash paid for interest

Cash paid for income taxes

$ 32,644
403

(14,000)
(26.237)

(40,237)
( 7,190)
18,571

3. 11,381

$_ 800

See accompanying notes to financial statements
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MORRIS FINANCIAL, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2007

NOTE1 - NATURE OF BUSINESS

Morris Financial, Inc. {the "Company") was incorporated on October 20, 1986 in the State of California.
The Company is a broker-dealer registered with the Securities and Exchange Commission. To date the
Company has been largely inactive.

NOTE 2 - NET CAPITAL

The Company is subject to a $5,000 minimum capital requirement under SEC Rule 15¢3-1, which also
requires that the ratio of aggregate indebtedness to net capital shall not exceed 15 to 1. At December 31,
2007 the Company had complied with both requirements. See page 7 for the computation of net capital
requirements.

NOTE 3 - INCOME TAXES

The Company has elected to be taxed as a small business corporation. As such, income and losses pass
through to the shareholder and are taxable to the individual. The Company is required to pay a
minimum state tax of $800.

NOTE 4 - EXEMPTION FROM THE SEC RULE 15C-3

Morris Financial, Inc. is an introducing broker-dealer that clears all transactions with and for customers
on a fully disclosed basis with an independent securities clearing company and promptly transmits all
customer funds and securities to the clearing company, which carries all of the accounts of such
customers and maintains and preserves such books and records pertaining thereto pursuant to the
requirements of the SEC Rule 17a-3 and 17a-4, as are customarily made and kept by a clearing broker
or dealer.

Therefore; Morris Financial, Inc. is exempt from provisions under the SEC Rule 15¢3-3, Customer
Protection — Reserves and Custody of Security under Rule 15¢3-3 paragraph K 2 1.

In addition, the Company is exempt from the Possession or Control Requirements under Rule 15¢3-3
paragraph K 2 1.




MORRIS FINANCIAL, INC.
COMPUTATION OF NET CAPITAL REQUIREMENTS PURSUANT
TO RULE 15¢3-1
DECEMBER 31, 2007

COMPUTATION OF NET CAPITAL

Shareholder’s Equity $176,715

Non Allowable Assets:
Loan to Affiliates and Shareholders 168.838
NET CAPITAL § 7877

COMPUTATION OF NET CAPITAL REQUIREMENTS

Minimum net capital required

6-2/3 of total liabilities $ 233
Minimum dollar net capital required $ 5,000
Net Capital required (greater of above amounts) § 5.000

EXCESS CAPITAL $ 2877

Excess net capital at 100% (net capital less 10%
of aggregate indebtedness) $ 7.526

COMPUTATION OF AGGREGATE INDEBTEDNESS

Total liabilities (from statement of financial condition) $ 3.503

Percentage of aggregate indebtedness to net capital 44%

RECONCILIATION

The following is a reconciliation as of December 31, 2007 of the above net capital computation
with the Company’s corresponding unaudited computation pursuant to Rule 179-5(d)(4).

Unaudited Net Capital $ 7,877
Audited Adjustments 0
Audited Net Capital $ 7,877

See accompanying notes to financial statements
7




PART I
MORRIS FINANCIAL, INC.
STATEMENT OF INTERNAL CONTROL

DECEMBER 31, 2007




Joseph Yafeh CPA, Inc.

A Professional Accounting Corporation
11300 W. Olympic Blvd., Suite 875
Los Angeles, CA 90064
310-477-8150 — Fax 310-477-8152

Report of Independent Auditor
on Internal Accounting Control Required by SEC Rule 17a-5

Board of Directors
Morris Financial, Inc.
Redondo Beach, California

In planning and performing my audit of the financial statements and supplemental schedules of Morris
Financial, Inc. (the “Company”) for the year ended December 31, 2007, I considered its internal control,
including control activities for safeguarding securities, in order to determine my auditing procedures for the
purpose of expressing my opinion on the financial statements and not to provide assurance on internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission {SEC), I have made a study
of the practices and procedures followed by the Company including tests of such practices and procedures that I
considered relevant to the objectives stated in Rule 17a-5(g) in making the periodic computations of aggregate
indebtedness (or aggregate debits) and net capital under Rule 17a-3 (a)(11) and for determining compliance
with the exemptive provisions of Rule 15¢3-3. Because the Company does not carry securities accounts for
customers or perform custodial functions relating to customer securities, I did not review the practices and
procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons
2. Recordation of differences required by Rule 17a-13

3. Complying with the requirements for prompt payment for securities under Section 8 of Federal
Reserve Regulation T of the Board Govemors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control and the
practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates and
judgments by management are required to assess the expected benefits and related costs of controls and of the
practices and procedures referred to in the preceding paragraph and to assess whether those practices and
procedures can be expected to achieve the SEC's above-mentioned objectives. Two of the objectives of internal
control and the practices and procedures are to provide.



Board of Directors
Morris Financial, Inc.
Redondo Beach, California

management with reasonable but not absolute assurance that assets for which the Company has responsibility
are safeguarded against loss from unauthorized use or disposition, and that transactions are executed in
accordance with management's authorization and recorded properly to permit the preparation of financial
statements in conformity with generally accepted accounting principles. Rule 17a-5(g) lists additional
objectives of the practices and procedures listed in the preceding paragraph.

Because of inherent limitations in internal control or the practices and procedures referred to above, error or
fraud may occur and not be detected. Also, projection of any evaluation of them to future periods is subject to
the risk that they may become inadequate because of changes in conditions or that the effectiveness of their
design and operation may deteriorate.

My consideration of internal control would not necessarily disclose all matters in internal control that might be
material weaknesses under standards established by the American Institute of Certified Public Accountants. A
material weakness is a condition in which the design or operation of the specific internal control components
does not reduce to a relatively low level the risk that error or fraud in amounts that would be material in relation
to the financial statements being audited may occur and not be detected within a timely period by employees in
the normal course of performing their assigned functions. However, I noted no matters involving internal
control, including control activities for safeguarding securities, that I consider to be material weaknesses as
defined above.

I understand that practices and procedures that accomplish the objectives referred to in the second paragraph of
this report are considered by the SEC to be adequate for its purposes in accordance with the Securities
Exchange Act of 1934 and related regulations, and that practices and procedures that do not accomplish such
objectives in all material respects indicate a material inadequacy for such purposes. Based on this
understanding and on my study, I believe that the Company's practices and procedures were adequate at
December 31, 2007 to meet the SEC's objectives.

This report is intended solely for the information and use of the Board of Directors, management, the SEC, the
FINRA, and other regulatory agencies that rely on Rule 17a-5(g) under the Securities Exchange Act of 1934 in
their regulation of registered brokers and dealers, and is not intended to be and should not be used by anyone

other than these specified parties.

Los Angeles, California
February 19, 2008
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